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VERIFICATION STATEMENT 



AFFIDAVIT 

THE STATE OF TEXAS 

COUNTY OF DALLAS § 

BEFORE ME, the undersigned notary Public in and for said County and State, on 
this day personally appeared Stuart J. Chaaanoff, an authorized representative of Novo 
Networks Metro Services, who, having been duly sworn, stated on oafh as follows: 

1. Illinois customers that call for assistance are informed that they can appeal 
any disputes to the Illinois Commerce Commission. 

2. The name of the Applicant’s customer care contact is David N. Link, 
Executive Vice President, Network Operations. Mr. Link can be reached 
at (214) 777-4135. 

3. The Applicant does not do any business with any ILEC’s or CLEC’s 
within the state of Illinois. 

NAME: Stuart J. Chasanoff 
Authorized Representative for 
Novo Networks Metro Services 

d for the State of Texas 

My commission expires: 

Drl I ,&; desk 
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NOVO NETWORKS METRO SERVICES, INC. 

FINANCIAL STATEMENTS 

Now Networks Metro Services, Inc. is providing the financial statements of its parent 
corporation, Nova Networks, Inc. 
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NO”0 NETWORKS, INC. 
(Exact name of registrant as specified in ifs charter) 

DELAWARE 75-223344s 
(State or other jurisdiction of incorporation) (I.R.S. Employer Identification No 

300 CRESCENT COURT, SUITE BOO 
DALL?G. TEXAS 75201 

(Address of principal executive offices) 

(Registrant's telephone number, including area code) 

Indicate by check mark whether the registrant (1) has filed all reports 
required to be filed by Section 13 or 15(d) of the securities Exchange Act of 
1334 during the preceding 12 months (or for such shorter period that the 
registrant was required to file such reports), and (2) has been subject to such 
filing requirements for the past 90 days. 
Yes x NO _ 

Indicate the number of shares outstanding of each of the issuer's 
classes of common stock, as of the latest practicable date: 

On February 5, 2001, 52.439.043 Shares of the registrant's Common Stock S.00002 
par value per share were outstanding. 
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See accompanying notes to consolidated financial statements 

4 
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1. B”SINESS 

No-m Networks, Inc. ("NOVO Networks" or the "Company") is a global 
broadband network services company providing broadband and voice services 

-over a facilities-based network which consists of digital switching, 
routing and signal management equipment, as well as digital fiber optic 
cable lines. The network currently reaches 35 domestic and 4 international 
cities in North America, **rope, the Middle East and Mexico. Prior to 
December 12. 2000, the Company was known as e"entures Group, Inc. 

2. GENERAL 

The accompanying consolidated financial statements for the three and six 
month periods ended December 31, 2000 and 1999, have been prepared by the 
Company without~ audit. pursuant to the interim financial statements rules 
and regulations of the SEC. In the opinion of management, the accompanying 
consolidated financial statements include all adjustments, consisting only 
of those of a normal recurring nature, necessary to present fairly the 
results of the Company's operations and cash flows at the dates and for the 
periods indicated. The results af operations for thp interim periods are 
not necessarily indicative of the results for the full fiscal year. The 
accompanying financial statements should be read in conjunction with the 
Company's audited consolidared financial statements included in the 
Company's Annual Report on Form 10-K for the fiscal year ended June 30, 
2000 filed with the Securities and Exchange Commission. 

,The preparation of financial statements in conformity with accounting 
principles generally accepted in the United States requires management to 
make estimates and assumprionb that affect the reported amounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from 
those~ estimates. The consolidated financial statements.incPude the accounts 
of the Company and all wholly owned and majority owned-subsidiaries. The 
financial results of e.volve Technology Group, Inc. ('e.Volve") are 
included in the financial statements for all periods plesented. The 
financial results for AxisTel Communications, Inc. ("AxisTel") are included 
in the financial statements since Seprember 22, 1999. the date of 
acquisition. The financial results of Internet Global Services, Inc. 
("iGlobal") are included in the financial statements since its acquisition 

on March 10, 2000. All significant inter-company accounts have been 
eliminated. 

Cert-in fiscal 2000 balances have been reclassified for comparative 
purposes to be consistent with the fiscal 2001 presentation. 

Goodwill arising from the excess of cost over net as~efs of businesses 
acquired by the Company is amortized on a straight-line basis over periods 
ranging from five to ten years. The Company assesses the recoverability of 
goodwill by determining whether the amortization over its remaining life 
can be recovered through projected undiscounted future cash flows. The 
amount of impairment, if any, is measured based on fair value and is 
charged to operations in the period in which impairment is determined by 
management. As Of December 31, 2000, the Company's management has not 
identified any material impairment of goodwill. 

4. NET LOSS PER SHARE 

Copyright 2001 Ea (ver l.OU2.003) Page 6 
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The Company calculates earnings per share in accordance with Statement of 
Financial Accounting Standards (SFAS) NO. 128. Earnings per Share (EPS). 
SFAS NO. 128 requires dual presentation of basic EPS and diluted EPS on the 
face of all income statements for entities with complex capital structures. 
Basic EPS is computed as net income divided by the weighted average number 
of common shares 'outstanding for the period. Diluted EPS reflects the 
potential dilution that could occur from common shares issuable through 
stock options, warrants, convertible preferred stock end convertible 
debentures. Diluted EPS has not been presented far the effects of 

6 
7 

stock options, warrants, convertible preferred stock and convertible 
debentures as the effect would be antidilutive. Accordingly. basic end 
diluted EPS did not differ for any period presented. For purposes of 
computation of EPS, the shares issued for the acquisition of e.Volve 
(11.365.614 shares) are deemed to have been in existence for the entire six 

month period ended December 3,1, 1999. 

5. INvESmENTS IN AFFILIATES 

The Company has minority investments in the'following companies: 

cm September 1, 2000, Callnewards was merged with a subsidiary of 
,PhoneFree. NDVO Networks received 102,240 shares of PhoneFree common stock 
in exchange for NOVO Networks' equity interest in CallRewards and es 
repayment of $184,096 advanced to CallRewards pursuant to note agreements. 

During the six months ended December 31, 2000, the Company advanced an 
.additional $l,OOO,ooO to FonSox, Inc. in exchange for 510,733 shares of 

FonBox, Inc. Series c Preferred stock. 

on October 7, 2000, the Company's obligation to invest additional funds in 
ORB was terminated without further liability. 

SFAS No. 131, Disclosures about Segments of an Enterprise and Related 
Information. established standards for reporting information about 
operating segments in the Company's financial statements. Operating 
segments are defined es components of en enterprise about which separate 
financial information is available that is evaluated regularly by the chief 
operating decision maker, or decision making group, in deciding how to 
allocate resources and in assessing performance. The Company's chief 
operating decision maker is the Chief Executive Officer of the Company. 

The Company has determined that it operates in one segment. 

Copyright 2001 EDGAR Online. Inc. (ver 1.01/2.003) Page 7 
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In October, the Company began execution of a plan to consolidate the 
assets, network and management of its wholly owned operating subsidiaries 
into a single broadband network and communication services company. The 
plan has a renewed focus on providing broadband end voice services to other 
service providers, which resulted in the discontinuation of retail Internet 
access services offered, principally, digital subscriber line access and 
dial-up access. The Company recorded reorganization and restructuring 
expense totaling approximately $4.3 million during the quarter ended 
December 31, 2000. 

7 
8 

A summary of the completed end planned reorganization and restructuring 
activities follows: 

The restructuring charge of $4.3 million includes cash expenditures 
totaling $2.8 million related to (i) personnel severance of $1.5 million, 
of which $0.2 million has been paid es of December 31, 2000, (ii) lease 
abandonment of $1.0 million, end (iii) other costs of $0.3 million end 
non-cash charges of $1.5 million, primarily for the write-down of impaired 
assets. The positions eliminated included three senior management 
positions es a result of the management consolidation end 16 technical and 
support positions related to the discontinuation of retail Internet access 
services. 

The Company anticipates that the reorganization end restructuring will be 
completed by fiscal year end. 

During the three months ended December 31, 2000, the Company adopted a new 
incentive plan, the NOYO Networks 2001 Equity Incentive Plan. (the z"Plan"J 
for its officers and employees. The maximum number of shares of common 
stock covered by options to be granted under the Plan is 12.000.000 
shares. Option grants under the Plan will become effective twenty business 
days after the mailing to the Comnan~'s shareholders of en Information 
Statement in accordance with Regulation 14C of the Securities Exchange Act 
of 1934. 

At December 31. 2000, no Gap Options had been granted. 

8. SIGNIFICANT TRANSACTION 

On December 5, 2000, the Company issued 7,000 shares of.Series D 
Convertible Preferred Stock end 450,001 shares of the Company's common 
stock for $7.0 million in cash end a minority interest in a private 
communications company. The per value of shares of Series D Convertible 
Preferred Stock is $O.OOooZ with a liquidation value of $1,000 per share 
The shares of Series D Convertible Preferred Stock are convertible into 
shares of the Company's common stock et a price of $7.00 per share. The 
Company has assigned no value to the minority interest received in this 

Copyright 2001 EDGAR Online. Inc. (ver I.01R.003) Page 8 
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transaction, and has treated the issuance of the 7,000 shares of Series D 
Convertible Preferred stock and 450,001 shares of ~cmncm stock as a single 
transaction. Due to the issuance of cmmncm stock and the beneficial 
conversion feature of the securities issued, an imputed preferred dividend 
of approximately $2.3 million was recorded during the three montha~ ended 
December 31. 2000. 

8 

The fallowing ~anagement's Discussion and Rnalysis of Financial Condition and 
Remits of Operations contains forward-looking statements. We have based these 
forward-looking statements on our current expectations and projections about 
future events. these statements may be identified by the use of words such as 
"expects, " "anticipates," "intends," "plans" and similar expressions. Factors 
that could cause actual results to differ materially from those reflected in the 
forward-looking statements include. but are not limited to, those discussed in 
this section, elsewhere in this report and the risks discussed in the "Risk 
Factms Related to Our Company" section included in our Annual Report on Form 
10-K for our fiscal year ended Ame 30, ZOO0 filed with the SEC. Readers are 
cautioned not to place undue reliance on these forward-looking statements. which 
reflect management's analysis, judgment, belief or expectation only es of the 
date hereof. we undertake no obligation to publicly revise these forward-looking 
statements to reflect events or circumstances that arise after the date of this 
report. 

Prior to September 22. 1999, ws wsre a public company with no material 
operations. we changed our name from eventures, Inc. to NOVO Networks, Inc. in 
December 2000. we were formerly known as Adina, Inc., which was incorporated in 
the state of Delaware on June 24, 1987. In September and October 1999, we 
completed a series of transactions whereby we acquired (i) 100% of rhe 
outstanding shares ofe.valve, (ii) 100% of the outstanding shares of RxisTel, 
(iii) 17% of ~the outstanding shares of PhoneFree and (iv) a note receivable from 

e.Volve in the amount of approximately $8.5 million ("notes"), including accrued 
interest. All of the acquisitions and the purchase of the Notes were settled 
through the issuance of 42.787.863 shares of our cmmon stock and are 
collectively referred to as the "Initial Transaction'. 

Since we had no material operations prior to the Initial Transaction, the 
reorganization was accounted for as a recapitalizatian of e.Volve. Accordingly, 
the historical financial statements presented through September 22, 1999 are 
those of e.Volve. The financial statements presented herein reflect the 
consummation of the reorganization, and therefore are rhe consolidated financial 
statements of NOVD Networks and subsidiaries as of December 31, 2000 and Ame 
30. 2000 and for the period from September 22, 1999 through December 31, 1999 
and far the three and six months ended December 31, 2000. On March 10, 2000, we 
acquired iGlobal, which has been incorporated into our consolidated financial 
statements from the date of acquisition. 

Revenues. Revenues are generated through the sale of our products and services, 
which can be divided into two primary product groups: broadband services and 
voice services. Broadband services consist of transpcozf services such as private 
line. asynchronous transfer mode and frame relay, co-location services and 
managed web hosting. Voice services include software services that leverage the 
packet-based infrastructure of our network to deliver advanced communications 
services to end-users. voice services consist principally of 
voice-over-Internet-prorocal or VoIP services, VoIP integration services and 
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prepaid calling services. The majority of our products and services are measured 
and billed on a per minute basis. 

Historically, we have derived substantially all of our revenues from the sale of 
VOIP and transport services. Our agreements with our wholesale customers are 
short term in duration and the rates are subject to change from time to time. 
hue to increasing competition, management expects these rates to decline, which 
could result in lower revenues and increased losses. Our three largest customers 
accounted for 60% and 539 of our revenues during the three and six-month periods 
ended December 31, 2000, respectively. we anticipate that our dependence on 
these three customers will continue to decline as we broaden our sales and 
marketing initiatives to include Li) adding new customers. (ii) increasing sales 
to existing customers and (iii) increasing sales of broadband and voice 
services 

Direct Costs. Direct costs include per minute termina+on charges and lease 
payments and fees for fiber optic cable. Historically, the call termination 
expense component of these direct costs has declined as measured on a cost per 
minute basis. The direct costs incurred for leasing communications network 
capacity has also declined. However, the agreements we enter into for leasing 
such capacity are generally at fixed rates for periods of one year or longer. We 
anticipate ti~at our aggregate direct costs will continue to increase over time 
as we build out our global network and enter into additional capacity leases in 
advance of sales. we expect our call termination expenses, as measured on a cost 
per minute basis, will decline over time, offset by increases in the volume of 
traffic on our network. 

Selling, General and Administrative Expenses. These expenses include general 
corporate expenses. management and operations salaries and expenses, 
professional fees, sales and marketing expenses, travel expenses, benefits, 
facilities costs and administrative expenses. Currently we maintain our 
corporate headquarters in Dallas, Texas, and have additional offices in Jersey 
City, New York. Kansas City, Dallas, Miami and Mexico City. we anticipate Chat 
our selling, general and administrative expenses will continue to increase over 
time as we expand the size of our staff and facilities to meet the demands of 
our global network expansion and increased product offerings. 

Depreciation and Amortization. Depreciation and amortization represent the 
depreciation of property, plant & equipment and the amortization of goodwill 
resulting from the reorganization transactions and the acquisition of iGlobal. 
Wanticipate that depreciation expense will continue to increase over time as 
we continue to make investments in our communications network and facilities. 

Equity in Loss of Affiliates. Equity in losses of affiliates results from our 
minority ownership in certain investments that are accounted for under the 
equity method of accounting. Under the equity method, our proportionate share of 
each affiliate's operating losses and amortization of our net excess investment 
over our equity in each affiliate's net assefs is included in equity in losses 
of affiliates. 

The table below summarizes our operating results: 
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Revenues. Revenues increased to $20.6 million during the three months ended 
December 31, 2000 from $14.0 million during the three months ended December 31, 
1999, an increase of 47%. Revenues fox the three months ended December 31, 2000 
were generated through the sale of (i) 95% voice services, (iii 3% broadband 
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services and (iii) 2% Internet services. sales during the three months ended 
December 31. 1999 were comprised 98% of voice services and 2% broadband 
services. 

The increase in revenues during the three months ended December 31, 2000 
primarily resulted from an increase in the number of minutes transmitted. During 
the three months ended December 31, 2000, we transmitted 214.9 million minutes 
versus 141.3 million minutes during the three months ended December 31, 1999, an' 
increase of 52%. The increase in traffic during the current three-month period 
was partially offset by a decrease in the average price per minute. The average 
price per minute decreased to $0.095 during the three months ended December 31, 
2000 versus $0.099 during the comparable period in fiscal 2000. 

Direct Costs. Direct costs increased to $20.7 million during the three months 
ended December 31, 2000 from $13.0 million during the three months ended 
December 31, 1999, an increase of 59%. Approximately $6.8 million of the 
increase during the current year period is a result of the increased volume of 
minutes transmitted over our network. The remainder of the increase is primarily 
related to fixed line costs associated with adding network capacity to enable 
growth in the broadband and voice service product lines. 

Selling. General and Administrative. Selling, general and administrative 
expenses increAsed to $7.9 million during the three months ended December 31, 
2000 from $7.3 million in the prior year period, an increase of 8%. Selling, 
general and administrative expenses during the three months ended December 31, 
ZOO0 increased primarily due to increases related to our global network 
build-out and the related expansion of staffing and facilities of $4.3 million, 
offset in part by decreases in (i) professional fees and consulting expense of 
$2.1 million, (ii) stock-b ased compensation of $1.0 million and (iii1 vendor 
settlement costs included in the prior year period of $0.6 million. At December 
31. 2000, NOVO Networks employed approximately 160 employees compared to 
approximately 35 employees at December 31, 1999. 

Reorganization and Restructuring Charge. In October, the Company began execution 
of a plan to consolidate the assets, network and management of its wholly-owned 
operating subsidiaries into a single broadband network and communication 
services company. Additionally, the plan has a renewed focus on providing 
broadband and voice services to other service providers. which resulted in the 
discontinuation of retail Internet access services offered, principally, digital 
subscriber line access and dial-up access. The Company recorded reorganization 
and restructuring expense totaling $4.3 million during the quarter ended 
December 31, 2000. the reorganization and restructuring resulted in the 
elimination of 19 positions, which occurred over approximately a three-month 
period. The restructuring charge of $4.3 million includes cash expenditures 
rotaling $2.8 million related to Cij personnel severance of $1.5 million (ii) 
lease abandonment of $1.0 million, and (iii) other costs of $0.3 million and 
non-cash charges of $1.5 million, primarily for the write-down of impaired 
assets. 

Depreciation and Amortization. AS a result of the reorganization transactions in 
September 1999 and October 1999 and the acquisition of iGlobal in March 2000. we 
recorded approximately $116.0 million in goodwill. Amortization of goodwill 
during the three months ended December 31. 2000 totaled $5.1 million. 
Depreciation recorded on fixed assets during the current year period totaled 
$1.4 million compared to $0.5 million for the prior year period. At December 31, 
2000 fixed ass0ts. consisting primarily of network equipment, totaled $35.3 
million compared to $12.9 million at December 31, 1999. 

Interest (Income) Expense, Net. we recorded interest income, net of expense, of 
$0.1 million for the three months ended December 31, zoo0 compared to net 
interest expense of $0.1 million for :he three months ended December 31, 1999. 
The interest income, net during the ti-xee months ended December 31, ZOO0 
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resulted from interest income on greater cash balances maintained from the 
proceeds of private placements completed in fiscal 2000 and ZOOl together with 
lower interest expense. the reduction in interest expense was due to the 
elimination of $8.0 million of e.Violve's debentures as a result of the 
reorganization transaction on September 22, 1999. 

Equity in Losses. of Affiliates. Equity in loss of affiliates was $1.3 million 
during the three months ended December 31, 2000 and resulted primarily from our 
22% equity interest in PhoneFree. we anticipate that our strategic investments 
accounted for under the equity method will continue to invest in the development 
of their products and services. and will continue to recognize operating losses, 
which will result in future charges to earnings as we record our proportionate 
share of such lasses. 

11 
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Revenues. Revenues increased to $39.2 million during the six months ended 
December 31, 2000 from $22.7 million during rhe same prior year period, an 
increase of 73%. Revenues for the six months ended December 31, 2000 were 
generated through the sale of (i) 94% voice services, (ii) 4'1 broadband services 
and (iii) 2% Infernet services. Sales during the six months ended December 31, 
1999 were comprised of 99% voice services and 1% broadband services. 

The increase in revenues during the six months ended December 31. 2.000 is 
primarily a result of both (i) revenues generated from AxisTel, which was 
acquired as part of the Initial Transaction, being included for the full six 
months during the current year period verses three months in the prior year 
period and (ii) increased minutes transmitted. principally wholesale minutes. 
During the six months ended December 31, 2000, we transmitted 384.2 million 
minutes versus 218.4 million minutes during the six months ended December 31, 
1999, an increase of 76%. Although revenues increased as a result of increased 
traffic volumes, the average price per minute decreased 2% to $O.lOZO during the 
six months ended December 31, 2000 from $0.1038 during the comparable period in 
fiscal 2000. 

Direct Costs. Direct costs increased to $38.0 million during the six months 
ended December 31, 2000 from $21.8 million during the six~months ended December 

31. 1999, an increase of 74%. The increase in direct cosfs is principally a 
result of the increased traffic volume during the current year, partially offset 
by a nominal decrease in the average cost per minute to terminate calls. 

Selling, General and Administrative. Selling, general and administrative 
expenses increased LO SE.0 million during the six months ended December 31, 
2000 from $8.6 million in the prior year period. The increase in selling, 
general and administrative expenses during the six months ended December 31, 
2000 resulted primarily from expenses incurred by companies acquired during 
fiscal 2000 being included for a full six-month period and increases related to 
our global network build-out and the associated expansion of staffing and 
facilities. The increase was offset in part by decreases in Ci) professional 
fees and consulting expense of $2.1 million, (ii) stock-based compensation of 
$0.6 million and (iii) vendor settlement costs included in the prior year period 
of $0.6 million.. 

Reorganization and Restructuring Charge. In October 2000, the Company began 
execution of a plan 'CO consolidate the assets, network and management of its 
wholly owned operating subsidiaries into a single broadband network and 
communication services company. Additionally, the plan has a renewed focus on 
providing broadband and voice services to other service providers, which 
resulted in the discontinuation of retail Internet access services offered, 
principally, digital subscriber line access and dial-up access. The Company 
recorded reorganization and restructuring expense totaling $4.3 million during 
the six months ended December 31, 2000. The reorganization and restructuring 
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resulted in the elimination of 19 positions, which occurred over approximately a 
three-month period. The reorganization and restructuring charge of $4.3 million 
includes cash expenditures totaling $2.8 million related to (i) personnel 
severance of $1.5 million (ii) lease abandonment of $1.0 million, and (iii) 
other costs of $0.3 million and $1.5 million of non-cash charges, primarily for 
the write-down of impaired assets. 

Depreciation and Amortization. AS a result of the reorganization transactions in 
September 1999 and October 1999 and the acquisition of iGlobal in March 2000, we 
recorded approximately $116.0 million in goodwill. The current year period 
includes amortization of goodwill associated with both the reorganization 
transactions and the iGlobal acquisition for the full six months totaling $10.2 
million compared to goodwill amortization of $1.4 million related to the 
reorganization representing approximately three months of amortization for the 
six months ended December 31, 1999. Depreciation recorded on fixed assets during 
the current year period totaled $2.7 million compared to $0.4 million for the 
prior year period. 

Interest (Income) Expense, Net. We recorded interest income, net of expense. of 
$0.5 million for the six months ended December 31, 2000 compared to net interest 
expense of $0.6 million for the six months ended December 31, 1999. The interest 
income, net during the six months ended December 31, 2000 resulted from interest 
income on greater cash balances maintained from the proceeds of private 
placements completed in fiscal 2000 and 2001 together with lower interest 
expense. The reduction in interest expense was due to the elimination of $8.0 
million of e.volve.'s debentures as a result of the reorganization transaction on 
September 22, 1999. 

Equity in Losses of Affiliates. Equity in loss of affiliates for the six months 
ended December 31, 2000 totaled $5.4 million and resulted primarily from our 22% 
equity interest in PhoneFree. 

12 
13 

Write Off Of Unamortized Debt Discount. The $0.9 million write off Of 
unamortized debt discount in fiscal 2000 resulted from the elimination of 
e.volve's outstanding debentures as a result of the reorganization transaction 

Our business plan contemplates expanding our network operarioils and related 
services both domestically and internationally. Our primary expenditures will be 
for equipment, network expansion, increased personnel costs and working capital. 
This strategy may also include strategic acquisitions and investments. Sources 
of funding for our financing requirements may include vendor financing, bank 
loan~s. and public offerings or private placements of equity and/or debZ 
securities. There can be no assurance that additional financing will be 
available or, if available. that financing can be obtained on a timely basis and 
on acceptable terms. The failure to obtain such financing on acceptable terms 
could significantly reduce our ability to fund our expense, development. 
acquisitions and operations. 

Since July 1, 1999, we have funded our operations primarily through cash flow 
from operations, private placements of common and preferred stock and borrowings 
under loan and capital lease agreements. Our principal uses of cash are to fund 
(i) the~expansion of our operations; (ii) working capital requirements; (iii) 

capital expenditures, primarily for our network; (iv) operating losses; and (v) 
acquisitions and strategic investments. As of December 31, 2000, we had current 
assets of $43.1 million, including cash and cash equivalents of $30.0 million. 
The working capital surplus af December 31, 2000 was $19.5 million. While this 
amount is not sufficient to fund our current plans for global network expansion, 
the cash and cash equivalents at December 31, 2000 are expected to provide 
sufficient liquidity to meet our operating and capital requirements over the 
next twelve months. 
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we estimate that our current network expansion plans will require approximately 
$97 million of capital and operating expenses over the next 24-months. This 
represents a decrease of approximately $90 million from our original business 
plans. The decrease in capital and operating requirements resulted primarily 
from a reduction in the planned number of gateways from 34 to 16 and a 
significant reduction in the number of planned co-location facilities. 
Additionally, ,scaling back the gateway rollout also resulted in reductions in 
planned additions of sales and technical personnel and corporate staff. We 
expect to fund these capital requirements through existing cash balances, 
expansion of our capital lease facilities and public and private placements of 
equity and/or debt securities. If we are not able to raise additional funds 
within the next six months we may not be able fo complete our global network 
expansion and increase our revenues pursuant to our business strategy. 

Cash flows from operating activities. Cash used in operating activities for the 
six months ended December 31, 2000 totaled $12.8 million compared to $2.5 
million for the six months ended December 31, 1999. the increased use of cash in 
our operating activities is primarily attributable to increased costs associated 
with expanding our overall operations. which encompasses (i) networks, (ii) 
facilities, and (iii) employee costs. During the six months ended December 31, 
2000 cash flow used by operating activities primarily resulted from operating 
losses, net of non-cash charges, totaling $14.7 million and an increase in 
accounts receivabie of $4.8 million, partially offset by a net increase in 
accounts payable and accrued liabilities of $6.0 million. At December 31, 1999, 
cash flows used in operating activities resulted from operating losses, net of 
non-cash charges, totaling $6.9 million offset partially by increases in current 
liabilities. 

Cash flows from investing activities. Net cash used in investing activities was 
$3.4 million for the six months ended December 31, 2000 compared to $2.8 million 
for the same period in the prior fiscal year. Investing activities in the 
current fiscal year period consisted primarily of purchases of network equipment 
$2.1 million and investments in affiliated companies of $1.1 million. Investing 
activities for the prior year period consisted principally of fixed asset 
purchases of $1.7 million and investments in affiliates of $0.6 million. 

Cash flows from financing activities. Cash flows provided by financing 
activities during the six months ended December 31, 2000 totaled $5.5 million 
and consisted principally of (ii net proceeds from the issuance of 7,000 shares 
of Series D Preferred Stock and 450,001 shares of our cannon stock totaling $6.5 
million, and (ii) borrowings under a credit agreement for equipment purchases of 
$0.4 million, offset partially by capital lease payments of $1.4 million. Cash 
fiows provided from financing activities during the prior year period totaled 
$11.6 million and was attributable to proceeds from the issuance of common and 
preferred stack of $13.2 million, reduced partially by the repayment of a bridge 
loan and capital lease payments. 

13 
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ITEM 3. a"mTIT*TIVE AND QUALITATIvE DISCLOSURES ABOLlT MARKET'RISK 

We are exposed to the impact of political instability, foreign currency~, 
interest rate and other risks. 

Political Instability Risks. we have relationships with foreign suppliers in 
Mexico, India and other countries. We have not experienced any negative economic 
consequences as a result of relationships with foreign suppliers in these 
countries, but may be negatively affected should political instability in any of 
these countries develop. 

Foreign Currency Risks. Since the agreemenrs we have entered into wiih foreign 
suppliers in India and other countries are denominated in U.S. dollars, we are 
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not exposed to risks associated with fluctuations in these foreign currencies. 
However, because our agreements with certain Mexican suppliers are denominated 
in Mexican pesos, we may be exposed to fluctuations in the Mexican peso, as well 
as to downturns in the Mexican economy, all of which may affect profitability. 
During the six months ended December 31, 2000. $11.0 million of our direct cosfs 
were denominated in Mexican pesos. 

Interest Rate,Risks. we have investments in money market funds of approximately 
$29.4 million at December 31, 2000. We also have a variable rate credit facility 
to purchase &quipment with outstanding borrowings at December 31, 2000 of $4.1 
million. hue to the short-term nature of our investments and the relatively low 
amount of variable rate debt on our balance sheet, we believe that the effects 
of changes in interest rates are limited and would not materially impact our 
profitability. 

Other Market Risks. we are also exposed to potential risks in dealing with 
foreign suppliers in foreign countries associated with potentially weaker 
protection of intellectual property rights, unexpected changes in regulations 
and tariffs, and varying fax consequences. 

cm NOve*er 20, 2000, the arbitration panel awarded Gayath Saad $248,000 in 
respect of the dispute previously described in our Annual Report on Form 10-K 
for the fiscal year ended June 30, 2000. Subsequent to this ruling. we 
negotiated a mutual release with Mr. Sad and delivered it to him overseas. Mr. : 
Saad executed the release on January 29, 2001 and we paid him the judgment in 
accordance with the terms of the award. 

we are involved in other legal proceedings from time to time, none of which, if 
decided adversely to us, would, in our opinion, have a material adverse effect 
on our business, financial condition or results of operations. 

ITEM 2. CHANGES IN SECURITIES 

on December 5. 2000, we completed a private placement of 7,000 shares of newly 
issued Series D Convertible Preferred Stock and 450,001 shares of our common 
stock to two institutional investors in a private placement under Rule 506 of 
Regulation D. we received proceeds of $7.0 million cash and 900,001 Series A 
Preference shares of ~&next Communications Ltd. as consideration for this 
issuance. We anticipate incurring commissions of $420,000 in connection with 
this private placement. The Series D Convertible Preferred Stock is convertible 
into shares of OUT c~mmoa stock at price of $7.00 per share. 

On November 9, 2000, we held our 2000 ?+nnual Meeting of Stockholders (the 
"Annuals Meeting"). At the Annual Meeting, the following persons were x-elected 
to our Board of Directors as Class I Directors, with their term of office 
lasting until our annual meeting of stockholders in 2004: 

Mark R. Graham 
Jan. R. Horsfall 
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Stuart A. Subotnick 

Fred A. vierra and David Leuschen continued in office as Class II Directors, and 
Clark K. Hunt, Jeffrey A. Marcus and Barrett N. Wissman continued in office as 
Class III Directors. 

The following table sets forth the number af votes for and against with respect 
to the election of Class I directors at the Annual Meeting: 

Stuart A. Subotnick 40.934.489 284,711 
Jan R. Horsfall 37.834.654 3.384.546 

At the Annual Meeting, our stockholders also voted to ratify certain amendments 
to our 1999 Omnibus Securities Plan and to amend our Amended and Restated 
Certificate of Incorporation to increase the number of authorized shares of our 
capital stock from 80.000.000 to 225.000.000. In connection with the increase in 
authorized shares of capital stock, the number of authorized shares of preferred 
stock was increased f,rom S,OO~,pOO to 25.000.000, and the number of shares of 
common stock was increased from 75.000.000 to 200,000,000. The following table 
sets forth the number of votes for, against, abstained and broker non-votes cast 
in respect of these proposals: 

FOT Against 
Broker Non-Vofes 

___ _--____ 

Plan Amendments 
None 

Amendment to Amended and 
Restated Cexificate of 
Incorporation 

1237,132 

On October 31, 2000, the holders of approximately 62% of the outstanding shares 
of our common stock, acting by written consent pursuant fo section 228 of the 
Delaware General Corporate Law, approved an amendment to our Amended and 
Restated Certificate of Incorporation changing our name from "eventures Group, 
Inc." to NO"0 NetWorkS. mc. 

On December 12. 2000, the holders of approximately 51% of the outstanding shares 
of our voting stock, acting by written consent pursuant to Section 228 of the 
Delaware General Corporate raw, approved the NOVD Networks ZOOl Equity Incentive 
Plan. Option grants under this plan will become effective 20 business days after 
the mailing to our stockholders of an Information Statement in accordance with 
Regulation 14C of the Securities Exchange Act of 1934 (which we~expect to occur 

~01, or about March 15, 2oOl). On January 10, 2001, the Option Sub-Committee of 
the Board of Directors approved the grant of a total of 10,227,163 Gap Options 
to purchase our common stock at an exercise price of $4.625 per share under the 
2001 Equity Incentive Plan. Of the 10.227.163 Gap Options granted, 9.975.000 
were granted to our executive officers. 
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None. 

(a) Exhibits 

3.1 Amendment to Amended and Restated Certificate of 
Incorporation, filed with the Secretary of State of the 
state of Delaware on November 13, 2000. 

3.2 Amendment to Amended and Restated Certificate of 
Incorporation, filed with the Secretary of State of the 
state of Delaware an December 11. 2000. 

4.1 certificate of Designation, Rights and Preferences of Series 
D Convertible Preferred Stock, filed on December 5, 2000. 

9 Voting Agreement, dated as of December 5, 2000. among Rock 
Creek Partners II, Ltd. CB Private Equity Partners L.P. and 

eventures Group, Inc. 

10.1 Registrarion Rights Agreement, dated as of December 5, 2000, 
among Rock Creek Partners, II. Ltd., CB Private Equity 
Partners L.P. and eventures Group, Inc. 

(b) Reports on FOX-m 8-K 

cm mve*er 13, 2000, we filed a Report on Form 8-K announcing our 
intended name change from eventures Group, Inc. to NOVO Networks. Inc. 
and announcing our financial results for the fiscal quarter ended 
September 30, 2000. 

On January 4. 2001, we filed a Report on Form S-K disclosing the 
dismissal of BDO Seidman, UP as our independent public acccwntants and 
the retention of Arthur Andersen, LLP as our independent public 
accountants for our fiscal year ended June 30, 2001: 

SIGNATURES SIGNATURES 

Pursuant to the requirements of the Securities and Exchange act of 1934, the Pursuant to the requirements of the Securities and Exchange act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the Registrant has duly caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized. undersigned, thereunto duly authorized. 

NO"0 NETWORKS, INC. 

Date: February 14, ZOOl By: /s/ Jeffrey A. Marcus 

Jeffrey A. Marcus 
(Authorized Signatory and Chief Executive Officer1 

Date: February 14, 2001 By: Is/ Daniel J. Wilson I 
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Daniel J. Wilson 
(Principal Financial and Accounting Officer) 
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Exhibit 
NO. 

____ 
kscription 
_-___-----_ 

Amendment to Amended and Restated Certificate of 
Incorporation, filed with the Secretary of State of the State 
of Delaware on November 13, 2000. 

Amendment to Amended and Restated Certificate of 
Incorporation, filed with the Secretary of State of the State 
of Delaware on December 11. 2000. 

Certificate of Designation, Rights and Preferences of Series 
D Convertible Preferred Stock, filed on December 5, 2000. 

Voting Agreement, dated as of December 5, 2000. among Rock 
Creek Partners IT, Ltd. CB Private Equity Partners L.P. and 
eventures Group, Inc. 

Registration Rights Agreement, dated as of December 5, 2000, 
among Rock Creek Partners, II, Ltd., CB Private Equity 
Partners L.P. and eventures Group, Inc. 

m-3.1 OTHERDOC 
2 
dS3936ex3-l.txt 

AMENDMENT TO AMEND/RESTATED CERT. OF INCORPORTION 

Document is copied. 
EXH-LBIT 3 
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OF evENTURES GROUP, INC. 

eV!SNTURES GROUP, INC. (hereinafter called the "Corporation"), 
organized and existing under and by virtue of the General corporation law Of 
the state Of Delaware, 

FIRST: That at a meeting of the Board of Directors of the corporation. 
resolutions were duly adopted setting forth an amendment to the Amended and 
Restated Certificate of rncorporarion of the Corporation, declaring said 
amendment to be advisable and directing that the amendment be considered at the 
next annual meeting of the stockholders of the Corporation. The resolution 
setting forth the amendment is as follows: 

RESOLVED: That the first paragraph of Article FOURTH of the Amended 
and Restated Certificate of Incorporation relating to the total number 
of shares of stock which this Corporation shall have authority to 
issue be and hereby is deleted and the following new first paragraph 
of Article FOURTH is inserted in lieu thereof: 

'FOURTH: The aggregate number of shares which the corporation 
shall have the authority to issue is 225.000.000, consisting of (i) 
200.000.000 shares of Common Stock, par value $0.00002 per share (the 
"Common stock',. and (ii) 25.000.000 shares of Preferred Stock. par 
value SO.00002 per share (the "Preferred Sto~lr~~).~~ 

SECOND: That thereafter, the annual meeting of the 
stockholders of the Corporation was duly called and held, upon notice in 
accordance with Section 222 of the General Corporation law of the State of 
Delaware, at which meeting the necessary number of shares as required by statute 
were voted in favor of the amendment. 

THIRD: That said amendment was duly adopted in accordance with 
the provisions of Section 242 of the General Corporation Law of the State of 
Delaware. 

2 
IN WITNESS WHEREOF, the Corporation has caused this Certificate of 

Amendment of Amended and Restated Cerrificate of Incorporation to be duly 
executed this 10th day of November. 2000. 

By: Stuart J. Chasanoff 
Its: Senior Vice President, General Counsel 

and Secretary 
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1 
Dcmment is copied. 

EXHIBIT 3.2 

evENTuRES GROUP, INC. 

Pursuant to Section 242 of the Delaware General corporation Law 

evenfures Group, Inc., (the mCa*oration~4), a corporation existing 
under and by virtue of the Delaware General Corporation Law (the "DGCL"), does 
hereby certify: 

FIRST: The name of the Corporation is eventures Group, Inc 

SECOND: The Board of Directors of the Corporation (the 'Board"), at a 
meeting duly called and held on October 13, 2000, in accordance with the 
applicable provisions of the DGCL and the Corporation's Bylaws, did duly adopt 
resolutions la) approving the amendment fo the Corporation's Certificate of 
Incorporation described herein (the "Amendment"), (bl directing that the 
Amendment be submitted td the stockholders of the Corporation (the 
~~Stockbolders~~~ for their consideration and approval, and (cl directing that, 
upon approval and adoption of such amendmenr by rhe Stockholders of the 
Corporation, fhiS amendment be executed and filed with the Secretary of State 
of the State of Delaware and elsewhere as may be required by law. 

THIRD: A majoriry of the Stockbalder~ of the Corporation acting by 
written consent on October 31, 2000, adopted resolutions adopting the 
Amendment. 

FOURTH: The resolutions adopted by the Stockholders are as follows: 

"RESOLVED, that Article FIRST of the Amended and Restated 
Certificate of Incorporation of the Corporation be amended to read in 
its entirety as follows: 

m*FIRST: The name of the corporation is Nova Networks, 
Inc. (the ncorporation") ." 

FURTHER RESOLVED, that the filing of a Certificate of 
Amendment to the Amended and Restated Certificate of Incorporation of 
the Corporation with the Secretary of State of the State of Delaware, 
and elsewhere as required by law, to effect the foregoing amendment to 
the Amended and Restated Certificate of Incorporation be, and it hereby 
is, approved, ratified and confirmed in all respects." 

FIFTH: This Certificate of Amendment to the Amended and Restated 
Certificate of Incorporation has been duly adopted and is being filed in 
accordance with the provisions of Section 242 of the DGCL. 

IN WITNESS WHEREOF, the Secretary of this Corporation has hereunto set 
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his hand this 11th day of December 2000. 

Sy: Stuart Chasanoff 
IfS secretary 

1 

mcument is copied. 
EXHIBIT 4.1 

I. STUART J. CHASANOFF, being the Senior Vice President and Secretary 
Of e"ENTuRES GROUP, INC., a corporation organized and existing under the laws of 
Delaware (the 'Corporation"), DO HEREBY CERTIFY that. pursuant to authority 
conferred upon the Soard of Directors by the Amended and Restated Certificate of 
Incorporation and Secrion Irll(bl of the Delaware General Corporation Law, the 
Board of Directors, at a meeting held on the 5th day of December, 2000, adopted 
the following resolution: 

RESOLVED, that pursuant to aurhority vested in the Board of 
Directors by Article fourth of the Amended and Restated Certificate of 
Incorporation of this Corporation, there is hereby established a series 
of Preferred Sfock designated as "Series D Convertible Preferred 
stock"; that the series shall consist of 50,000 shares, par value 
$.OOOOZ per share, which series shall have the preferences and rights 
set forth in a Certificate of Designation, Preferences and Rights of 
Series D Convertible Preferred Stock of the Corporation, filed with the 
Delaware secretary Of state. on December 5, 2000, as the same may be 
amended and restated from rime to time, as set forth below: 

1. Dividends. 

1.1 The holders of Series D Convertible Preferred Stock (the 
"Series D Stock") shall be entitled to receive cash dividends on each issued and 
outstanding share of Series D Stock at the Dividend Rate (as defined herein) 
when and as declared by the Board of Directors out of funds legally available 
therefor, quarterly on the last day of parch, June, September and December Of 
each year (each such date being referred to herein as a alQuarterly Dividend 
Paymenr Date II, , commencing on the first Quarterly Dividend Payment Date 
following the date of issuance; provided. however. if the Corporation pays a 
dividend in shares of Series D Stock on the applicable quarterly Dividend 
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.Payment Date as required by Section 1.2 hereof, the Corporation shall be 
relieved of its obligation to pay such dividend in cash. The amount of dividends 
shall be compured on the basis of twelve 30.day months and a 360-day year. The 
dividends provided for in this section shall accrue and be cumulative on each 
outstanding share of Series D Stock from the date of its issuance. Such 
dividends shall accrue from day to day, whether or not earned or declared. The 
dividends under this section are prior in preference to any declaration or 
payment of any dividend or distribution on any stock junior in dividend 
preference to the Series D Stock ("Junior Stock"), including the outstanding 
Series B Convertible Preferred Stock, par value S.00002 per share (the "Series B 
Stock'), series C Convertible Preferred Stock, par value $.OOOOZ per share (the 
"Series C Stock"), and Common Stock, and, if the dividends under this section 
with respect to any quarterly Dividend payment fate have not been paid on all 
shares of Series D Stock then outstanding, such deficiency shall be fully paid 
on a11 shares Of 

Series D Stock then outstanding before any dividend or distribution shall be 
paid on, or declared and set apart for, any Junior Stock. 

1.2. If the Corporation does not declare and pay the dividend in cash 
on any Quarterly Dividend Payment Date, then the Corporation shall declare and 
pay such dividend on such Quarterly Dividend Payment Date in,additional shares 
of Series D Stock. The number of shares of Series D Stock to be issued in 
circumstances when dividends are paid with additional shares of Series D Stock 
will equal the cash amount of the dividend described in Section 1.1 (even if not 
declared), divided by the Liquidation Value (as hereinafter defined) (excluding~ 
accrued and unpaid dividends) rounded to the nearest full share, up or dawn, 
after taking into account all shares of Series D Stock owned by the holder 
thereof, provided that if the resulting fractional share held by such holder 
equals one-half of a share of Series D Stock, such fractional share shall be 
rounded up to the nearest full share. 

2. Liquidation. 

2.1. Rights of Holders of Series D Stock. In the event of any 
voluntary or involuntary liquidation (whether complete or partial), dissolution 
or winding up of the Corporation (a "Dissolution") (including any Deemed 
Liquidation) (as hereinafter defined), subject to the prior preferences and 
other rights of any other class of capital stock or series of Preferred Stock 
issued by the Corporation, the terms of which provide that such class or series 
will raIllt senior to the Series D Stock as to distribution of assets upon 
liquidatian,'dissolutian or winding up of the affairs of .the Corporation, the 
holders of shares of Series 12 Stock then outstanding shall be entitled to be 
paid out of the assets of the Corporation available for distribution to its 
stockholders, whether from capital, surplus or earnings prior to any 
disrribution to the holders of Common Stock and pari pass" with the holders of 
any outstanding shares of Series B Stock and Series C Stock, the amounf equal to 
the greater of ti) the Liquidation Value (as appropriately adjusted to give 
effect to any stock split. any reverse stock split, any stock dividend or any 
similar transacrion) or (ii) the shares of stock, securities or assets to which 
such holder would have been enritled if such holder had held the number of 
shares of Common Stock issuable upon conversion of such holder's shares of 
Series D Stock immediately prior to such liquidation, dissolution or winding up 
of the Corporation, together with all accrued but unpaid dividends.~ For purposes 
of this Certificate of Designation (as hereinafter defined), "Liquidation Value" 
means the sum of one thousand dollars ($1,000) per share. plus accrued but 
unpaid dividends thereon. 

2.2. Allocation of Liquidation payments Among Holders of 
Stock. If upon any Dissolution (including any Deemed Liquidation). the assets Of 
the Corporation available for distribution to holders of shares of Series B 
Stock. Series C Stock and Series D Stock (the "total .%mount Available") shall be 
insufficient to pay the holders of outstanding shares of Series B. Series C 
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Stock and Series D Stock the full preferential amounts to which they shall be 
entitled under Section 2.1, each holder of shares of Series D Stock shall be 
entitled to receive an amount equal to the product derived by multiplying the 
Total Amount Available times a fraction the numerator of which shall be the 
Liquidation Value of Series D Stock held by such holder and the denominator of 
which shall be the aggregate Liquidatibn Value of shares of Series B Stock, 
Series C Stock and Series D Stock then outstanding. After payment in full of the 
full preferential 

amounts which the holders of Series D Stock are entitled pursuant to this 
Section 2, the holders of Series D Stock shall not be entitled to any further 
right or claim to any of the remaining assets of the Corporation. 

or Stock. 
2.3 Treatment of Consolidations, Mergers and Sales of Assets 

Cal Subject to Section 2.2, upon (i) the sale of all or 
substantially all of the assets of the Corporation, (ii) the merger, 
consolidation or other business combination of the Corporation into or with 
another corporation or other entity which results in the exchange of outstanding 
capital stock of the Corporation for securities or other consideration issued or 
paid or caused to be issued or paid by such other corporation or other entity or 
an affiliate thereof or (iii) any transaction that results in the holders of 
voting securities of the Corporation immediately prior to such transaction 
holding less than 50% of the Corporation's voting securities after giving effect 
to the issuance of securities in connection with such transaction (each a 
"Deemed Liquidation"). the holders of the Series D Stock voting as a class and 
acting by majority vote (such vote to be binding an all such holders), may, at 
their option, require the Corporation to treat any Deemed Liquidation as a 
liquidation. dissolution or winding up of the affairs of the Corporation within 
the meaning of this Section 2. 

(b) The provisions of this Section 2 shall not apply to any' 
Deemed Liquidation, involving (i) only a change in the state of incorporation of 
the Corporation, (ii) a merger of the Corporation with or into a wholly-owned 
subsidiary of the Corporation or (iii) an acquisition by merger, reorganization 
or consolidation by the Corporation of another corporation or other entity 
(whether or not the Corporation is the surviving entity) if such acquisition 

does not involve a recapiralization or reorganization of the outstanding Series 
D Stock or Common Stock or the issuance of such number of voting securities Of 
the Corporation or the surviving entity as would result in the hplders of voting 
securities of the Corporation immediately prior to such acquisition,holding less 
than 50% of the Corporation's or the surviving entity's voting securities after 
giving effect to the issuance of securities in connection with such acquisition. 

2.4Liquidation Preference. NO series of Preferred Stock that 
is granted a preference in liquidation shall be granted a liquidation preference 
greater in amount than the purchase price of such Preferred Stock plus 
dividends, if any, accrued but unpaid on such purchase price, other than with 
respect to Preferred Stock that is granted with a preference in liquidation that 
is senior to the Series D Stock that has been approved by a majority of the 
disinterested directors of the Board of Directors of the Corporation and 
recommended to the Board of Directors of the Corporation by an investment 
banking firm of national standing. 

3. Additional Provisions Governing Preferred Stock 

3.1. Voting Rights 

(a) Except as otherwise provided herein, by the Certificate of 
Incorporation of the Corporation or by applicable law, the holders of 
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the Series D Stock and the holders of Common Stock shall vote as a 
single class on all matters to be voted on by the 

3 
4 

Corporation's stockholders. Each share of Series D Stock shall have one 
vote for each share of Common Stock into which it may be converted. 

(b) Notwithstanding the foregoing, the vote of at least 
two-thirds of the outstanding shares of Series D Stock shall be 
required to effect any of the folloviny: 

any amendment or change to the rights, preferences, 
privileges or powers of the Series D Stock; 

I any increase or decrease in the authorized number of 
shares of the Series D Stock; 

(iii) any redemption of any shares of Series B Stock, 
series C Stock or Common Stock (other than pursuant 
to (xl agreements with any of the Corporation's 
employees, officers, directors or consultants giving 
the Corporation the right to repurchase shares of 
common Stock upon termination of services or 
otherwise or (y) open market purchases approved by a 
majority of the disinterested members of the Board of 
Directors); and 

(iv) declaration or payment of any dividend'(other than a 
stock split or stock dividend on shares of Common 
stack) on any share of Common Stock, Series B Stock 
or Series C Stock; and 

("i my issuances or deemed issuance of Common Stock 
issued for compensatory purposes to directors, 
officers and employees of the Corporation not 
approved by the Compensation Committee or Stock 
Option Committee of the Board of Directors of the 
corporation. 

3.2. Director Rights. The holders of the Series D Stock, 
voting as a separate class, shall be entitled to either (a) elect one (11 member 
of the Board of Directors of the Corporation (a "Series D Director") at any 
annual meeting of stockholders or a special meeting held in place thereof and to 
fill any subsequent vacancy created by such director's resignation or removal. 
so long as shares of Series D Stock with an aggregate Liquidation Value 
(excluding accrued but unpaid dividends and Series D Stock issued as a dividend 

on Series D Stack) of at least $25,00~.000 are issued and outstanding or (b) 
designate one (1) representa:ive who shall be entitled to participate 
telephonically at all meetings of the Board of Directors (other than any 
meetings of any committees of the Board of Directors or any executive sessions 
of the Board of Directors) and who shall receive all notices. of meetings to 
which it is entitled to participate pursuant to this Section 3.2, so long as 
shares of Series D Stock with an aggregate Liquidation Value (excluding accrued 
but unpaid dividends and Series D Stock issued as a dividend on Series D Stock) 
of at least $lo,OoO,OOo are issued and outstanding. 

3.3. Method of Payment. 

(a) Payments. Any payment at any time due with respect to any 
share of Series D Stock (including but not limited to any payment due 
with respect to such share under Section 21 shall be made by means of a 
check (drawn upon funds which are 
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